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INCREASED STATE REVENtJE. 

Possible Sources. 

The demand on the state treasury 
for roads, schools, and various state 
Institutions, in addition to the ordina- 
ry expenses seems to have exceeded 
the income of the state, which is re- 
ceived from the customary sources. 
If such demands are to continue and 
state expenditures are to he on the 
same liberal scale, it is vital to our 
welfare and reputation that its in- 
come should be at least equal to its 
fixed charges. It becomes necessary 
therefore to give serious thought to 
the least burdensome and most satis- 
factory method of increasing the 
state's revenue. 

While this might be accomplished 
by a general advance in tax rates on 
all property which pays a tax direct to 
the state, which may be advisable 
eventually, nevertheless, such a pro- 
cedure hardly seems wise or practical 
at this time. There are, however, at 
least three sources from which an in- 
creased revenue could be secured by 
the state, by statutory • enactment, 
namely: Inheritances, certain corpo- 
rations, and a state tax. 
Proper Basis. 

Over one hundred and thirty years 
ago, Adam Smith in his "Wealth of 
Nations," wrote as follows relative 
to the incidence of taxation: "The 
subjects of every state Ought to con- 
tribute towards the support of the 
government as nearly as possible 
in proportion to their respective abil- 
ities, that is, in proportion to the reve- 
nue which they respectively enjoy un- 
der the protection of the state. The 
expense of government to the indi- 
viduUs of a great nation is like the 
expense of management to the joint- 
tenants of a great estate, who are all 



obliged to contribute in proportion to 
their respective Interests In the es- 
tate. In the observation or neglect 
of this maxim consists what is called 
the equality or inequality of taxa- 
tion." 

The above is the golden rule of tax- 
ation, and when it is an actuality, the 
millennium will be almost at hand. 

Every enactment, however, rela- 
tive to the distribution of the taxa- 
tion burden should be based upon this 
expressed principle of a "square deal" 
to all in proportion to their respective 
abilities to pay as determined by their 
amount and kind of property. This 
thought has been kept carefully in 
mind in the following statement, and 
should be recalled in case anyone is 
inclined to consider any suggestions 
hereafter made in the light of a spe- 
cial burden on any particular kind of 
property. 

INHERITANCE TAXES. 

The succession ' tax rates of this 
state are practically the lowest in the 
country with the largest exemption of 
property passing to strangers to the 
blood. This offers an opportunity for 
changes in the law which would se- 
cure a much larger income from this 
source. As has been well said: "This 
method of increasing the public reve- 
nue is wise, simple, and effective — 
wise, because it does not touch pri- 
vate property during the life of the 
owner and thus places no burden 
upon business activity; simple, be- 
cause the tax is easily ascertained 
and collected while estates are being 
administered in the probate court; ef- 
fective, because by the application of 
progressive rates, it adds no burden 
to the poor, but permits those who 
have much to contribute to the gov- 
ernment somewhat in proportion to 
their ability to pay. It invades no 
natural rights. It violates no maxim 
of the law. It overleaps no constitu- 
tional barriers. It is neither revolu- 
tionary nor socialistic, but is. on the 
contrary, a measure of practical wis- 
dom and social justice, and has been 
styled an 'institution of democracy.' " 

Inasmuch therefore as the Inheri- 



tance tax is a death duty imposed by 
the state solely for the purposes of 
revenue, the income therefrom should 
be as large as can be reasonably col- 
lected without an actual hardship or 
injustice to anyone. 

This can be accomplished by a law 
graded as to beneficiaries, and pro- 
gressive as to tax rates, which has 
been provided in bills which will come 
before you for consideration. A lib- 
eral exemption to lineal beneficiaries, 
and a low initial tax rate, progressing 
with the amount of the estate; a rea- 
sonably small exemption of property 
passing to distant relatives and 
strangers of the blood, and a tax rate 
beginning at five per cent., and in- 
creasing with the amount of the es- 
tate to a reasonable limitation would 
very largely increase the state's reve- 
nue from inheritances without bur- 
den or injustice to anyone. 

In view of the fact that the Presi- 
dent and his predecessor have advo- 
cated the adoption of a graduated in- 
heritance tax as an additional source 
of national income, and that such ac- 
tion may be pushed in case any mate- 
rial reduction is made in the tariff 
schedules, the following resolutions 
may be of interest, which were adopt- 
ed by the International Conference on 
State and Local Taxation held in To- 
ronto, last October. 

"Whereas: The several states are 
now taxing inheritances with marked 
success, and need all the revenue that 
can properly be drawn from this 
source, and 

Whereas: The federal government 
can readily raise additional revenue, 
when required, from other sources; 

Resolved: That it is the sense of 
this Conference that inheritance taxes 
should be reserved wholly for the use 
of the several states." 

CORPORATIONS. 
Connecticut Theory. 

While the Connecticut theory and 
system of taxation in general seems to 
be one of the best in the country in its 
freedom from limitations and in the 
fairness of its possible application, 
nevertheless, there is an apparent in- 



equality in the distribution of the bur- 
den of taxation which causes it to 
bear heavily on individuals, particu- 
larly in the rural communities. 

The Connecticut Constitution pro- 
vides "That all men, when they form 
a social compact, are equal in rights; 
and that no man or set of men are en- 
titled to exclusive emoluments or priv- 
ileges from the community." Any 
lifting of the weight of taxation from 
one class of property holders makes it 
rest more heavily on the others and 
thus violates the spirit of justice and 
equality which is the fundamental jus- 
tification for all taxation. 

On the theory, then, that just tax- 
ation "requires that the public bur- 
dens should be shared by all in pro- 
portion to their ability and that all of 
the wealth protected by the state 
should assist in the support of the 
state," and because "there is an ele- 
ment in the value of corporate prop- 
erty which is over and above the value 
of the tangible and physical proper- 
ty," it seems proper to call attention 
to the taxation of mercantile and man- 
ufacturing corporations in this state. 
The theory of the Connecticut stat- 
utes is that such corporations are 
taxed locally, in the same manner as 
an individual, on their real estate, 
tangible and intangible personal prop- 
erty, including material and goods on 
hand, and amount invested in busi- 
ness at their actual valuation, as de- 
termined by the assessors of the 
towns where the property or princi- 
pal place of business of the corpora- 
tion is located, and the stockholders 
of such corporations are exempt from 
taxation for their stock therein. 

Practice. 

In tne actual application of the law, 
liowever, such a method results in a 
decidedly unequal taxation of prop- 
erty of such corporations throughout 
the state. This comes from the fact 
that the basis of valuation is lower 
than that of other similar property, 
and varies in the different towns from 
a possible fifteen per cent, of fair 
value, to an alleged one hundred per 
cent. In addition the practice of in- 



eluding material, average amount of 
goods on hand, and amount invested 
in the business varies with the custom 
and disposition of the assessors of the 
different localities. 

This practice of undervaluation, con- 
trary to the statutes, has prevailed for 
many years, brought about apparently 
by a desire to encourage the develop- 
ment of the business of such corpora- 
tions. 

Thus from the information avail- 
able, it seems to be true that such 
corporations are not taxed even on 
their tangible property so nearly in 
accordance with their actual holdings, 
or with the proper basis of valuation 
as defined in the statutes, as are in- 
dividuals engaged in similar business, 
farmers, and the smaller property 
holders. In addition, the actual burden 
of paying the annual tax is much more 
keenly felt and in most cases accom- 
plished with greater sacrifice by the 
latter two classes of taxpayers, than 
by any others in the state. 
Unequal Burden. 

Nearly all of the property of the 
farmer is in evidence and any in- 
crease in the value of such property 
is likely to be shown in the proportion- 
ate increase in his assessed valuation. 
The taxes therefore of the farmer in- 
crease with the amount and value of 
his tangible property. The increase in 
the prosperity and success of corpora- 
tions, however, is refiected in the in- 
crease in the value of the shares of 
their capital stock. 

Such share value, which represents 
in fractional certificates the property 
of the corporation together with the 
added increment which succeessful 
management brings to it, is held to be 
Just as taxable as farming property, 
which has grown more valuable by 
thrift and wise management. Such a 
principle has long been recognized in 
this state as being fair and practical 
by the taxation of the market value of 
the shares of the capital stock of rail- 
roads, banks, trust, and insurance 
companies with a deduction of prop- 
erty taxed locally. 

Under our present system, there- 



fore, this fair market value of the 
capital stock of mercantile and manu- 
facturing corporati/ons in excess of the 
local assessed value of their property 
now escapes taxation. 

It is self-evident, however, that the 
exemption of property from taxation 
of any individuals or corporations who 
are able to pay, makes it necessary for 
all others in the taxing unit to pay a 
larger tax on account of such exemp- 
tion. 

So long, therefore, as the physical 
property of such corporations is taxed 
so unequally as compared with other 
property in the community, with an 
absolute exemption of that large am- 
ount of what is held to be taxable 
property, represented by the excess 
value of the capital stock and bonded 
indebtedness over the assessed valua- 
tion of the property, so long will the 
taxation burden rest unequally and 
individual property holders pay more 
than their proper share of the amount 
raised by taxation. 

Capital Stock. 

While recognizing fully the import- 
ant part which such corporations bear 
in the prosperity of this state, but 
with a desire to equalize so 
far as is possible the burden of taxa- 
tion on those who are able to pay, it is 
a serious question whether Connecti- 
cut is not in a, position to conform to 
the custom which obtains In many of 
the states of the Union of levying an 
annual tax on the shares of the 
capital stock and bonded indebtedness 
of mercantile and manufacturing cor- 
porations, with a proper provision for 
those incorporated outside of the state, 
such tax to be imposed by and paid 
to the state. 

"The capital stock is merely the 
symbol of the corporate property and 
assets, which alone give it substance 
and value. Strictly speaking, the 
capital stock is not so much a subject 
of tax as a measure of value. The 
tax is levied on the corporate property, 
but the capital stock is regarded as the 
business photograph of the corporate 
possessions and possibilities, and is 
adopted as a convenient criterion of 



the value of the total corporate as- 
sets." 

' The identity of the capital stock and 
the shares of stock for the purpose of 
taxation has not only been aflBrmed by 
numerous judicial decisions, but it has 
been recognized in most of the states 
by statutes which provide that when 
the capital stock or corporate property 
is assessed to the corporation, the 
shares in the hands of the individual 
shareholders shall be exempt. 
Coiu't Opinions. 

Judge Dickman in 51 Ohio, on page 
512, says, "If by reason of the good 
will of the concern, or the skill, ex- 
perience and energy with which its 
business is conducted, the market val- 
ue of the capital stock is largely 
increased, whereby the value of 
the tangible property of the cor- 
poration, considered as an entire plant, 
acquires a greater market value than 
it otherwise would have had, it can- 
not properly be said not to be its true 
value in money within the meaning of 
the constitution, because good will and 
other elements indirectly entered into 
its value. The market value of prop- 
erty is what it will bring when sold as 
such property is ordinarly sold in the 
community where it is situated; and 
the fact that it is its market value 
cannot be questioned because attribut- 
ed somewhat to good will, franchises, 
skillful management of the property 
or any other legitimate agency." 

Justice Brewer in 166 United States, 
page 218, says: "But this contention 
practically ignores the existence of in- 
tangible property, or at least denies 
its liability for taxation. In the com- 
plex civilization of today, a large por- 
tion of the wealth of the community 
consists in intangible property, and 
there is nothing in the nature of 
things, or in the limitations of the 
Federal Constitution which restrains a, 
state from taxing at its real value such 
intangible property. ... It mat- 
ters not in what this intangible prop- 
erty consists — whether privileges, cor- 
porate franchises, contracts or obliga- 
tions. It is enough that it is prop- 
erty, which, though intangible, exists, 



which has value, produces income and 
passes current in the markets of the 
world. To ignore this intangible prop- 
erty, or to hold that it is not subject 
to taxation at its accepted value, is to 
eliminate from the reach of the taxing 
power a large portion of the wealth of 
the country. Now, whenever separate 
articles of tangible property are joined 
together, not simply by a unity of 
ownership, but in a unity of use, there 
is not infrequently developed a prop- 
erty, intangible though it may be, 
which in value exceeds the aggregate 
of the value of the separate pieces of 
tangible property. Upon what theory 
of substantial right can it be adjudged 
that the value of this intangible prop- 
erty must be excluded from the tax 
lists and the only property placed 
thereon be the separate pieces of 
tangible property? 

"Now it is a. cardinal rule that 
should never be forgotten that what- 
ever property is worth for the purpose 
of income and sale, it is also worth 
for the purpose of taxation. 
Substance of right demands that what- 
ever be the real value of any property, 
that value may be accepted by the 
state for the purpose of taxation, and 
this ought not to be evaded by any 
mere confusion of words. . . . The 
value which property bears in the 
market, the amount for which its 
stock can be bought and sold, is the 
real value. Business men do not pay 
cash for property in moonshine or 
dreamland. They can buy and pay for 
that which is of value in its power to 
produce income or for purposes of 
sale." 

Indebtedness Value. 

The theory that the capital stock 
represents the total corporate property 
and assets is economically sound if 
the corporation has no bonded debt. 
But if the corporation has a bonded 
debt, the corporate property is security 
for the outstanding bonds, and the 
share value represents only the equity 
in the property subject to the lien ot 
the bonded debt. The corporate bonds, 
therefore, represent a portion, and often 
the most considerable portion, of the 



corporate assets, and manifestly 
should be made liable to taxation 
either by taxing the individual bond- 
holders, lOr by taxing the corporation 
on the value of its bonds in addition 
to its shares of capital stock. Such a 
method is now in actual use in this 
state in the taxation of railroad com- 
panies on the market value of their 
capital stock and funded and floating 
indebtedness. 

The value, therefore, of the shares 
of the capital stock and the indebted- 
ness represents the fair value of the 
property tangible and intangible of 
every solvent corporation. 

Corporate Excess. 

When a corporation is taxed on its 
property in the same manner as in- 
dividuals, the aggregate value of the 
various assessment schedules may fall 
far below the value of the entire busi- 
ness plant or enterprise of such cor- 
poration considered as a unit, and 
measured by the aggregate value of 
its bonds and shares of stock. On the 
theory that every element or factor 
which gives to a corporation a value for 
income or sale, should be considered 
in fixing the taxable value, this unas- 
sessed residuum may be reached by 
a tax which is generally termed the 
tax on "corporate excess." 

The difference therefore between the 
market value of the shares of the cor- 
poration plus its bonded indebtedness 
and the value of its real and personal 
property is usually referred to as its 
"corporate excess." 

"The constituent factors of the 'cor- 
porate excess' are the good will of the 
enterprise, its administrative efficiency, 
its potentiality of future success, the 
advantage of corporate organization 
and other intangible elements hard to 
analyze and classify. Instead of at- 
tempting to define It and to classify it 
directly, the taxing authority is con- 
tent to reach its value by deducting 
the valuation of the property specific- 
ally taxed from the total value of the 
capital stock and bonds, and to tax 
the residuum somewhat vaguely as 
'corporate excess.' " 

The most approved method seems 



to be a tax of a small percentage of 
the fair market value of the shares 
of the capital stock and bonds of such 
corporations as are not otherwise 
taxed, on the amount remaining after 
deducting from such total valuation 
the assessed value of their real and 
personal estate as determined by the 
local eissessors together with a, proper 
deduction for the value of property 
outside of the jurisdiction of the state. 

Of course where the property of the 
corporation otherwise taxed equals or 
exceeds the aggregate value of the 
shares of stock there Is no excess re- 
maining for taxation. 

Other States. 

The capital stock of mercantile and 
manufacturing corporations was taxed 
in one form or another in 1903 in the 
following states and territories: Ala- 
bama, Arkansas, California, Colorado, 
District of Columbia, Illinois, Indiana, 
Indian Territory, Iowa, Kansas, Louisi- 
ana, Maine, Massachusetts, Maryland, 
Minnesota, Mississippi, Nebraska, New 
Hampshire, New York, North Carolina, 
North Dakota, Rhode Island, South 
Dakota, Tennessee and Vermont. 

Two very notable examples of the 
taxation of mercantile and manufac- 
turing corporations in an entirely dif- 
ferent manner are shown by the 
practice in our two neighboring 
states of New York and Massachusetts. 
New Yorjfe. 

New York imposes an annual fran- 
chise tax based on the capital stock 
at rates which vary somewhat with 
the dividends, and are based on the 
amount of the capital stock employed 
in the state. The rate is one-fourth of 
one mill for each one per cent, dividend 
declared, if the dividends amount to 
six per cent., or more, on the par 
value of the stock. If the dividends 
amount to less than six per cent, the 
rate is one and one-half mills. If no 
dividend is declared, the rate of 
one and one-half mills ap- 
plies to the appraised instead of the 
par value of the capital stock used in 
the state. Bach kind of stock is 
treated separately, and each in the 
manner above described. This law does 



not apply to the corporations which are 
covered by "additional," lOr "special 
franchise" taxes. In spite of the 
above provisions, New York stands 
first in the Union in the amount of 
capital employed in manufacturing, 
namely $2,031,549,515, as shown by 
the 1905 census of manufactures. Be- 
cause of the recipts from corporations 
and other sources, New York sus- 
pended the direct state tax on counties 
in 1906. 

Massachusetts. 

Massachusetts imposes an annual 
franchise tax on the "corporate excess" 
of corporations in lieu of all taxes, 
state and local except upon real estate 
and machinery, or upon all those ele- 
ments in the wealth of corporations 
which cannot be reached by compara- 
tive ease and certainty by the local 
assessors, at the average tax rate of 
the state, which last year was seven- 
teen mills. 

The act of 1864 marked the begin- 
ning of the present system of taxing 
the excess value of corporations in 
that state. A special committe ap- 
pointed by the general court in 1902 
for the purpose of considering the 
laws of the commonwealth in relation 
to the formation, taxation and conduct 
of mercantile and manufacturing cor- 
porations reported at length in 1903, 
and suggested very few changes in the 
existing statutes. 

There were in the state at that time 
2,045 of such corporations. In about 
half of these, the fair value of the 
capital stock did not exceed the as- 
sessed value of the real and personal 
property. In nearly all of the others, 
the corporate excess exceeded such 
valuation. 

Referring to a possible in- 
crease in the tax on such 
corporations, the committee reported 
as follows: — "The matter has had 
most careful consideration, but the 
figures given in an earlier part of the 
report indicate that if such a change 
in the law were made It would very 
largely Increase the tax on this class 
of corporations and the committee is 



of the opinion that while as an eco- 
nomic proposition this increase might 
be justified, in view of the fact that 
Massachusetts manufacturers are 
now laboring under a good many dis- 
advantages it would be unwise to fur- 
ther increase their burdens. The 
committee is mindful of the fact that 
in certain localities in other states 
manufacturing property Is exempt 
from taxation for a certain number of 
years, and that other inducements are 
held out to Incorporation and loca- 
tion in other states. It is clearly more 
to the advantage of the commonwealth 
to have manufactories located within 
the state, under foreign incorporation, 
than to increase the burdens of our 
manufacturers to an extent which 
which would lead them to move their 
factories out of the commonwealth, 
and it is for this reason that the com- 
mittee makes no suggestion that the 
tax on Massachusetts corporations 
should be increased. 

"Nor is the committee di"'-'"''od to 
recommend any change in the law 
which would reduce the amount of the 
tax received from those corpora- 
tions the value of whose corporate 
franchises exceeds the value of their 
real estate, machinery and merchan- 
dise. These corporations are now op- 
erating under Massachusetts char- 
ters and are probably not taxed in 
excess of their ability to pay." 

Relative to recommending legisla- 
tion, they say, "The committee has 
deemed it unwise to propose any 
change in the machinery of the law. 
Domestic corporations have accus- 
tomed themselves to it." The recom- 
mendations left the general theory of 
the existing law unchanged, but pro- 
vided relief for certain corporations 
whose property is partly within and 
partly without the state, and for those 
holding securities which would not 
be taxable to an individual. 

In spite of the stringent Massachu- 
setts regulations relative to the or- 
ganization, powers and liability of 
corporations in Massachusetts, a much 
larger number of active corporations 
are in existence in Massachusetts than 



In Connecticut, In proportion to the 
population .of the two states. 

In addition, the number of new cor- 
porations organized or chartered 
there last year was over twelve hun- 
dred, many of which of course will be 
subject to the statutory provisions 
relative to taxation, while in Con- 
necticut, with the corporate freedom 
both in organization and taxation, 
there were probably less than two hun- 
dred organized. 

For the year ended November 30, 
1908, the state of Massachusetts as- 
sessed the corporate excess value of 
mercantile and manufacturing corpo- 
rations to an an amount of about 
$145,000,000, and laid a tax thereon 
at the average town rate throughout 
the state of seventeen mills, or one 
and seven-tenth per cent., which 
yielded $2,466,000. In spite of these 
obligations, as reported by the cen- 
sus of manufactures, Massachusetts 
stands fourth in the Union in capital 
employed in manufacturing, namely, 
$965,948,887. 

The only serious complaint with the 
Massachusetts system by the citizens 
is that all tangible property, includ- 
ing shares of stock of foreign corpo- 
rations, is taxed at full value at the 
general property rate, which averages 
seventeen mills, all of which is on a 
very much more liberal basis in this 
state. 

Diligent inauiry has not shown that 
it has been the experience of our 
neighboring states that such taxing 
methods have burdened or hampered 
the normal activities or development 
of their mercantile and manufacturing 
corporations. Neither has it lessened 
the organization of new companies un- 
der much more stringent provisions 
than prevail here, and the payment of 
the annual tax is treated In the same 
manner as any fixed charge of their 
general expense account. 
CJonnecticut. 

Connecticut Is known far and wide 
as a manufacturing state and is ninth 
in the Union in the capital employed 
for such purpose, the amount as re- 
ported in the census of 1905 being 



$373,283,580. Nevertheless, with our 
extremely liberal incorporation laws 
and the inequality in taxation and in 
many instances almost complete ex- 
emption, Connecticut has hardly held 
her own in this respect, in propor- 
tion to population with Massachusetts, 
either in the number of active corpo- 
rations or in the organization of new 
ones. It is therefore a, question 
whether rigid terms of incorporation, 
with proper limitations and liability, 
, clear annual public statements as a 
basis for credit, uniform methods of 
taxation with correspondingly equal 
participation in the taxing burdens, do 
not enhance the market value of the 
capital stock, inspire greater confi- 
dence on the part of the investing 
public, and thus provide more capital 
for such corporations, both old and 
new. 

A list of eighteen corporations of 
this state, selected at random, nearly 
all from two cities, showed the bid 
value of the stock as given by the 
local brokers on October 1, 1908, 
as $35,862,250, while the assessed val- 
uation of these same corporations by 
the local assessors was $12,746,361. 
This shows a. "corporate excess" valu- 
ation of over $23,000,000, not includ- 
ing any bonded indebtedness. The 
aggregate of such excess valuation of 
all similar corporations throughout the 
state which now escapes taxation must 
be very large. 

The grand list for 1904, as returned 
by the town clerks to the comptroller 
gave the assessed valuation of mills 
and the amount invested in manufac- 
turing operations as $143,081,556. As 
compared with the amount of capital 
reported by the United States as being 
invested in manufactures in this state 
for that year, this showed 

with no deductions a corporate 
excess valuation, which was probably 
not taxed to the corporations, of $230,- 
2 02,024. At the same rate as paid by 
the banks, investment, insurance com- 
panies, and railroads, this would have 
yielded $2,302,020; at one-half that 
rate, or five mills, the receipts from 
this source would have been $1,151,- 



010; at one-quarter the rate or two and 
one-half mills, the yield would have 
amounted to $575,505. 

State's Policy. 
Our manufactured products compete 
successfully with the markets of the 
world and no one would admit that 
our corporations in general are in- 
ferior in financial or executive stabili- 
ty to those of our two neighboring 
states. 

So while there seems to be 
no doubt as to the ability 
to pay the tax of the corpora- 
tions that would be materially affected 
by such a law, nevertheless, the first 
question to be decided is the future 
policy of Connecticut towards such 
corporations. 

If the present method of partial ex- 
emption and unequal taxation is to 
continue, the discussion of the details 
of any bill would be a waste of valu- 
able time for committee and legisla- 
ture, for the details of the method and 
administration of the tax are entirely 
incidental to the main issue as to the 
state's policy. 

A Possible Iiaw. 
Any law that might be passed should 
be drawn so as not to discriminate 
against domestic corporations and give 
a. company organized under the laws 
of another state any advantages over 
those organized in Connecticut. It 
should not burden the struggling en- 
terprise just started, or the one that is 
experiencing business adversity. 

A law taxing the corporate excess, 
should apply, in brief, to all corpora- 
tions organized under general or spec- 
ial laws of this or any other state for 
the purpose of business or profit, and 
doing business in this state, except 
those corporations which are other- 
wise taxable under the provisions of 
any other statutes of this 
state. A statement should be 

furnished in sufficient detail as to the 
amount of the capital stock, the num- 
ber of shares, the market value, if any, 
or enough information to determine 
the fair cash value, with the amount 
of funded and floating indebtedness, 
together with the assessed valuation 



locally of its real estate and personal 
property. The board of equalization 
should determine the fair value of the 
total cap:tal stock and the indebted- 
ness. From this total amount should 
be deducted the assessed valuation of 
the real and personal property, also 
any securities exempt from taxation 
in this state, and the value of any 
property located in another state, and 
subject to taxation therein. The am- 
ount remaining after such deductions 
which is known as the "corporate ex- 
cess" woul^ be subject to whatever tax 
rate might be determined. For- 
eign corporations doing business in 
this state should be subject to the 
same tax rate on the proportion of 
their capital stock and indebtedness 
which the total business done in this 
state bears to their total business 
wherever transacted, with a proper de- 
duction for real and personal property 
taxed here locally. 

The statement of financial condition 
should be as of October 1, conform- 
ing to the requirements of the general 
property tax and returned on or before 
November 1, and the notice of the 
amount of the tax could be sent to 
the different corporations on April 1. 
Suflicient time should be given to the 
board of equalization for determining 
the taxable values. The date of July 
1 for the payments of said taxes 
would give ample opportunity to the 
corporations to meet this obligation. 
While the prevailing tax rate in this 
state on the capital stock of banks, 
trust, insurance, and investment com- 
panies, and the stocks and bonds of 
railroad companies is ten mills, any 
rate that seemed fair and reasonable 
up to this amount might be imposed. 

Advantages. 

Such a law in general would place 
the taxation of these corporations on a 
basis similar to that of railroads, banks, 
insurance, trust and investment com- 
panies; would undoubtedly make the 
basis of assessed valuation in the dif- 
ferent towns more uniform; would dis- 
tribute more evenly the burden on 
those able to pay; would conform ap- 



states, and the lack lOf which is a seri- 
ous obstacle to fiscal form. 

The chief objection to this scheme 
of appoftionment-by-expenditure is 
that it might tend to prevent desirable 
expenditures in the more progressive 
communities. The force of this ob- 
jection Is, however, not so great as it 
seems. For, if the community is 
ready to subject itself to the burdens 
of a larger expenditure for desirable 
aims, it will scarcely be checked by 
the very slight additional burden 
which would result from the increase 
of the state tax. For the local burden 
is always very much greater than the 
state burden. 

Equality. 
Recalling again the principle of 
Adam Smith, "that the subjects of 
every state ought to contribute towards 
the support of the government as 
nearly as possible in proportion to 
their respective abilities," a, state tax, 
if imposed, should include in its in- 
cidence all property in the state which 
is able to pay, unless specifically ex- 



empted. Any state tax that is imposed 
upon a portion of this property only 
means that the taxation burden, al- 
ready unequal by the favoring of 
other property, would be made even 
greater by the imposition of the ad- 
ditional tax for general state pur- 
poses which will be used and enjoyed 
by the very ones whose property is 
relieved from paying a proper contri- 
bution for benefits received. 

Furthermore there can be no proper 
division of the responsibility of ex- 
penditures when one-half the tax 
would be paid by seven towns, or 
45 per cent, of the people with a rep- 
resentation that is one-tenth of the 
total representation of the state in the 
General Assembly. 

Whatever methods for increased 
revenue are adopted, however, the 
only consideration should be the wel- 
fare of this beloved state as a whole, 
and the imposition of the burden of 
taxation as equally as possible on 
the good people who compose it. 



